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 Section Issue Proposal 

 Amendment of section 1 of Act 14 of 2005 
1. Section 1 of the Co-operatives Act, 2005 (hereinafter referred to as the principal 
Act), is hereby amended— 

1.  “ (b) ‘annual accounting 
report’ means a document 
containing financial 
statements, a social report 
and the management 
decision report;” 

The Bill defines an annual accounting report as 
financial statements, a social report and a management 
decision report.  Financial statements are not defined in 
the Bill.  

In terms of IAS 1, the International Accounting 
Standards a complete set of financial statements 
should include: [IAS 1.10] 

• a statement of financial position (balance sheet) 
at the end of the period 

• a statement of comprehensive income for the 
period (or an income statement and a statement 
of comprehensive income) 

• a statement of changes in equity for the period 
• a statement of cash flows for the period 
• notes, comprising a summary of accounting 

policies and other explanatory notes 

We question what would be included in Financial 
statements based on the current definition of an “annual 
accounting report”. Would all of these reports be 
required for a co-operative?  

The social report and managerial decision report is not 
defined and there is no indication on what must be 
included in these reports. 

There is no authority in the Bill for the Minister or dti to 
include Regulations on these reports.  

We request that definitions be included for 
financial statements, social report and 
management decision report. 

We request that the annual financial 
statements and the other reports be 
separated. Assurance can only be 
provided on statements that are prepared 
in line with a framework.  



���������	
�������������	�������������� �����
�

�

 Section Issue Proposal 

2.  “(b)’ audit’ means 
objectively examining and 
evaluating the annual 
accounting report, in 
accordance with prescribed 
or applicable auditing 
standards, with the 
objective of expressing an 
opinion as to its fairness or 
compliance with an 
identified reporting 
framework and applicable 
statutory standards;” 

The term “audit” is defined in the Auditing Professions 
Act. The Companies Act, 2008 refers to the APA 
definition. We believe that having another definition 
would confuse the market and even the auditors 
themselves.   

“audit” means the examination of, in accordance with 
prescribed or applicable auditing standards- 
(a) financial statements with the objective of expressing 
an opinion as to their fairness or compliance with an 
identified financial reporting framework and any 
applicable statutory requirements; or 
(b) financial and other information, prepared in 
accordance with suitable criteria, with the objective of 
expressing an opinion on the financial and other 
information; 

Include definition as per the Auditing 
Professions Act. 

3.  “(c) ‘auditor’s annual 
accounting report’ means 
an annual accounting report 
examined and evaluated by 
an auditor” 

There is a difference between the annual financial 
statements and the auditors’ report. The proposed 
definition does not make this distinction and as a result 
will cause confusion.  

The auditor report expresses an opinion as to the 
fairness or compliance with applicable reporting 
standards while the annual financial statements 
includes the statement of comprehensive income, the 
balance sheet, notes to the balance sheet, statement of 
equity and the cash flow statements. 

 

We recommend that there be two separate 
definitions of “audit report” and “annual 
financial statements”. 

Audit report means that report issued by 
the auditor which contains the opinion on 
whether the annual financial statements 
present fairly or comply with applicable 
reporting frameworks. 

In terms of IAS 1, the International 
Accounting Standards a complete set of 
financial statements should include: [IAS 
1.10] 

• a statement of financial position 
(balance sheet) at the end of the 
period 
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• a statement of comprehensive 
income for the period (or an 
income statement and a statement 
of comprehensive income) 

• a statement of changes in equity 
for the period 

• a statement of cash flows for the 
period 

• notes, comprising a summary of 
accounting policies and other 
explanatory notes 

it should be clarified on what should be 
included in a co-operative’s financial 
statements. 

4.  “(j) ‘independent review’ 
means an objective review 
and assessment of an 
annual accounting report in 
accordance with prescribed 
or applicable standards, 
with the objective of 
expressing an independent 
assessment or review as to 
fairness or compliance of 
the report prepared in 
accordance with an 
identified reporting 
framework and applicable 
statutory requirements;” 
 
 

An Independent review is a type of assurance provided 
in terms of the Auditing Standards. This is defined in 
the International Standard on Review Engagements  
(ISRE) 2400 Engagement to review financial 
statements.  In terms of the Companies Act, 2008 
Regulation 29(3) of the Companies Regulations state 
that an independent review should be performed in line 
with ISRE 2400.  For consistency between legislation 
and to reduce confusion it would be advantageous that 
the definition of independent review refers to ISRE 
2400. 

We would suggest that the reference to 
independent review is amended to refer to 
the International Standard on Review 
Engagements (ISRE) 2400.  
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5.  “(j) ‘independent 
reviewer’ means a person 
registered with an 
accredited professional 
body contemplated in 
Chapter III of the Auditing 
Profession Act, who does 
not have a personal 
financial interest in the co-
operative or a related or 
inter-related co-operative;” 

The definition of an independent reviewer is very 
limited. Currently the only body accredited with regards 
to the APA is SAICA, the South African Institute of 
Chartered Accountants. The way that this section is 
worded only allows SAICA members to perform this 
independent review. Even registered auditors with the 
IRBA would not be included, should they not be SAICA 
members.  

The Companies Act, 2008 specifically states that for 
companies with a Public Interest Score between 100 
and 350 the independent review can be done by SAICA 
members and Registered Auditors with the IRBA.  

Independent reviews for companies with a Public 
Interest Score below 100, therefore small companies 
can be performed by  SAICA members, Registered 
Auditors with the IRBA and also members  other 
professions recognized as accounting officers in terms 
of the Close Corporations Act.  

Extract from the Companies Act, 2008 

Regulation 29 

“(4) An independent review of a company’s annual 
financial statements must be carried out––  
(a) in the case of a company whose public interest 
score for the particular financial year was at least 100, 
by a registered auditor, or a member in good standing 
of a professional body that has been accredited in 
terms of section 33 of the Auditing Professions Act; or  
(b) in the case of a company whose public interest 
score for the particular financial year was less than 100, 
by––  
(i) a person contemplated in paragraph (a); or  

The dti should consider who should 
perform the independent review and 
whether members of the other 
professional bodies recognized in terms of 
the Close Corporations Act, 1984 and 
Companies Act, 2008 who are all 
accounting officers should not be included. 

Suggested amendment: 

“Independent reviewer means a  
(i) registered auditor, or a member 

in good standing of a 
professional body that has 
been accredited in terms of 
section 33 of the Auditing 
Professions Act, or  

(ii)  a person who is qualified to be 
appointed as an accounting 
officer of a close corporation in 
terms of section 60 (1), (2) and 
(4) of the Close Corporations 
Act, 1984 (Act No. 69 of 1984).” 
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(ii) a person who is qualified to be appointed as an 
accounting officer of a close corporation in terms of 
section 60 (1), (2) and (4) of the Close Corporations 
Act, 1984 (Act No. 69 of 1984).” 

Included in Annexure A please find a list of all 
professional bodies recognized as accounting officers 
in the Close Corporations Act, 1984 

 

6.  “(j) ‘independent 
reviewer’s annual 
accounting report’ means 
an annual accounting report 
reviewed and assessed by 
an independent reviewer” 

This definition is causing confusion between the report 
that the independent reviewer will issue that contain the 
opinion and the annual financial statements that include 
the financial information. 

  An independent reviewer’s report is defined in ISRE 
2400 and if the independent reviewer is utilizing this 
statement he has to also use this report.   

Delete this definition as the Independent 
reviewer has to report in terms of 
International Standard on Review 
Engagements (ISRE) 2400. 

 Amendment of section 3 of Act 14 of 2005 

7.  ”(6) The principles of 
corporate governance are 
applicable to all 
co-operatives which fall 
under this Act.’’. 
 

The principles of corporate governance is not defined.  
In South Africa the applicable code for corporate 
governance is the King III Code on Corporate 
Governance. This is a code using the “apply or explain” 
principles. Companies using this must explain if they 
are not using King III, why this is not being applied. This 
is very onerous and possibly can only be used by 
Category B or C co-operatives.  
 

We request clarity on what the principles 
of corporate governance refers to? 

 Insertion of section 15A in Act 14 of 2005 

14. The following section is hereby inserted in the principal Act after section 15: 
8.   ‘‘Categories of primary 

co-operatives 
This section refers to the fact that the Minister will 
prescribe this monetary threshold. The confusion arises 

Revenue is defined in IAS 18 
(International Accounting Standards 
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15A. (1) The Minister must 
prescribe the monetary 
threshold for the annual 
revenue or projected annual 
revenue for each of the 
following categories of a 
primary co-operative: 
(a) A category A 
primary co-operative 
(b) a category B primary co-
operative which is a small to 
medium primary co-
operative;  and 
(c) a category C primary co-
operative which is a 
medium to large co-
operative.” 
 

on whether projected revenue or actual revenue will be 
used.  

If actual revenue is used then co-operatives will be able 
to use their last approved financial statements and use 
the revenue figure. If projected revenue is to be used 
then this will be based on a forecast to be done by the 
co-operative. This would be unreliable as a co-
operative cannot plan on possible future revenue. 

 

issued by the International Accounting 
Standards Board). 

Revenue is defined as the gross inflow of 
economic benefits (cash, receivables, 
other assets) arising from the ordinary 
operating activities of an entity (such as 
sales of goods, sales of services, interest, 
royalties, and dividends).  

We would request that “projected revenue” 
is deleted from the section. 

 

 

 

 Amendment of section 21 of Act 14 of 2005 
18. Section 21 of the principal Act is hereby amended— 
 (c) by the substitution for subsection (2) of the following subsection: 

9.   ‘‘(2) Every co-operative 
must retain its accounting 
records and financial 
statements for a period of 
seven years after the end of 
the financial year to which 
they relate, after which 
period such records must 
be archived for historical 
purposes as prescribed by 
the Minister by notice in the 
Gazette.’’. 

This section requires a co-operative to archive 
documents after 7 years. The Companies Act, 2008 in 
section 24 requires companies to hold certain 
documents indefinitely and other documents for a 
period of 7 years. We believe it would be very onerous 
and would incur additional costs for these co-operatives 
to archive all these documents. Co-operatives would be 
having additional requirements that are more onerous 
and costly than companies. 

Delete requirements for documents to be 
archived after 7 years.  
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 Amendment of section 29 of Act 14 of 2005 
26. Section 29 of the principal Act is hereby amended— 
 (b) by the insertion in subsection (2) of the following paragraph after paragraph 

10.  “ (a): ‘‘(aA) appoint an 
independent accounting 
officer, depending on the 
category and level of the 
co-operative as determined 
by the Minister in the 
Gazette;’’; and 

This section requires the appointment of an accounting 
officer. Prior to this section the Amendment Bill only 
required the appointment of an Auditor or an 
Independent reviewer.  The Bill also requires a co-
operative to have audited or independently reviewed 
financial statements. Therefore the section should be 
amended to refer to the appointment of an independent 
reviewer instead of an independent accounting officer. 

It is proposed that the wording be 
amended as follows: 
 
“Amendment of section 29 of Act 14 of 
2005 
26. Section 29 of the principal Act is 
hereby amended— 
 (b) by the insertion in subsection (2) of the 
following paragraph after paragraph 
(a): ‘‘(aA) appoint an( independent 
accounting officer) independent 
reviewer, depending on the 
category and level of the co-operative as 
determined by the Minister in the 
Gazette;’’; and” 

11.  Section 29(2) deals with the 
duties of the Annual 
General Meeting. 

The Bill proposes that not all co-operatives would in 
future be audited. Section 29 has not been amended to 
ensure that the AGM can approve the audited financial  
statements or the independently reviewed financial 
statements or even the financial statements compiled 
by the directors.  

This section needs to be amended to take 
into account the changes suggested to the 
financial statements.  

 Substitution of heading to Chapter 7 of Act 14 of 2005 
34. The following heading is hereby substituted for the heading to Chapter 7  of the principal Act: 

12.  “AUDIT AND 
INDEPENDENT REVIEW 
OF CO-OPERATIVES 

The heading is does not reflect the fact that certain co-
operatives do not require to have either and audit or an 
independent review. 

Change heading to “ASSURANCE 
REQUIREMENTS 

� �
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 Substitution of section 47 of Act 14 of 2005 
35. The following section is hereby substituted for section 47 of the principal Act: 

13.  ‘‘Auditor’s annual 
accounting report  
47. (1) The following co-
operatives must produce an 
auditor’s annual accounting 
report to the Registrar in 
respect of each financial 
year: 
(a) Category C primary co-
operatives; 
(b) secondary co-
operatives; and 
(c) co-operative apex 
organisations. 
(2) Category B primary co-
operatives must produce an 
independent reviewer’s 
annual accounting report to 
the Registrar in respect of 
each financial year. 
(3) Category A primary co-
operatives must produce an 
annual accounting report to 
the Registrar in respect of 
each financial year signed 
by the directors of the co-
operative.” 

This section again causes confusion between the 
preparation of annual financial statements of the Co-
operative and the assurance reports provided by the 
auditor and the independent reviewer. Although his 
section’s heading states auditor’s annual accounting 
report” it also deals with the independent reviewer’s 
report.  

We would recommend that the preparation of Annual 
Financial Statements and Audit or Independent review 
be separated as well as a section dealing with the 
Annual returns. 

As there is no detail regarding the annual financial 
statements (AFS) there is no clarity on whether the 
directors or members can prepare the AFS themselves 
or if an accountant should be preparing this. The Bill 
does not address the fact on whether the preparer of 
the AFS and the auditor or independent reviewer can 
be the same person.   

 The question should be asked whether the intention is 
that for category A co-operatives is to simply submit a 
copy of their annual financial statements or would the 
completion of an annual return be acceptable?  

For the Category A co-operative the completion of an 
annual return would be acceptable as this might be 
something the members can complete using their bank 
statement.  

 

We recommend that four sections are 
created. They should deal with : 

• Annual Financial Statements and 
who can compile these annual 
financial statements for all 
categories of co-operatives, the 
question to be answered is 
whether a member would be able 
to, given the necessary skills, 
compile the annual financial 
statements (this view would be 
supported by SAICA). 

• Assurance reports dealing with 
audit and independent review 

• Exemption from Audit and 
independent review dealing with 
Category A Co-operatives being 
exempt from audit or independent 
review, and 

• Annual returns 

“Annual returns 

(1) The following co-operatives must 
submit a copy of the audit report and the 
annual financial statements to the 
Registrar in respect of each of the financial 
year: 

(a) Category C primary co-operatives; 

(b) secondary co-operatives; and 

(c) co-operative apex organizations. 
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(2) Category B primary co-operatives must 
submit a copy of the independent review 
report and the annual financial statements 
to the Registrar in respect of each financial 
year.” 

(3) Category A primary co-operatives must 
submit a copy of their annual financial 
statements and the annual return to the 
Registrar in respect of each financial year.  

(4)The annual return must be approved by 
the directors of the co-operative by way of 
a signature of the responsible director.” 

 

14.  “47(4) The Minister must, 
within three months after 
the commencement of this 
Act, by notice in the Gazette 
publish a co-operative 
reporting system 
framework.’’ 

The Amendment Bill refers to the fact that the Minister 
must publish a co-operative reporting system 
framework. Currently is South Africa there is only two 
recognized frameworks, IFRS and IFRS for SMEs. Both 
of these could possibly be used by  

(a) Category C primary co-operatives; 
(b) secondary co-operatives; and 
(c) co-operative apex organisations. 
It is however not clear from the Bill whether all 
categories of co-operatives will be using the proposed 
or existing frameworks.  

For a framework to be auditable or independently 
reviewed, there is certain requirements that the 
framework must meet. If the Minister publishes a 
framework that has not gone through the due process 
then the auditors and independent reviewers will not be 
able to prepare a report on this framework and the co-
operatives will not be audited or independently 

The issue of the framework to be used by 
co-operatives need to be addressed. 
Should Category C be able to use IFRS or 
IFRS for SMEs that would be acceptable, 
but for category A and B co-operatives a 
tax  base or cash base system might be a 
usable option. These co-operatives would 
not have the skill to use IFRS or IFRS for 
SMEs.  Should the dti develop a new 
framework it should also allow co-
operatives wanting to use IFRS or IFRS 
for SMEs, that option. 
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reviewed.  

Should a new framework be set out it will unfortunately 
not be a framework that will take a short time to 
prepare. All frameworks need to follow a due process of 
exposing it to the public for comment and meeting 
requirements such as “fair presentation”  etc.  

The dti should discuss the development of such a 
framework with the IRBA and possibly SAICA.  

Co-operatives could however just use their own 
framework based on their own accounting policies. 
Should this be done the audit report that would be 
provided would differ from the audit report prepared in 
line with a “fair presentation framework” 

 

 

 Substitution of section 48 of Act 14 of 2005 
36. The following section is hereby substituted for section 48 of the principal Act: 
‘‘Consideration of audited or independent reviewed annual accounting report 

15.  “48. (1) Every co-operative 
must circulate the auditor’s 
annual accounting report or 
the independent reviewer’s 
annual accounting report or 
the annual accounting 
report to all its members at 
least two weeks prior to an 
annual general meeting.” 
 

This section referring to the audited or independently 
reviewed annual accounting report is confusing. The 
auditor would produce an audit report and the 
independent reviewer an independent review report.  

The Annual Financial Statements should be signed by 
the directors and the auditor signs the audit report and 
the independent reviewer would sign the independent 
review report. 

 

48. (1) Every co-operative must circulate 
the  annual financial statements, whether 
audited, independently reviewed or 
prepared  (auditor’s annual accounting 
report or the independent reviewer’s 
annual accounting report or the annual 
accounting report)  to all its members at 
least two weeks prior to an annual general 
meeting. 
 

16.  “48.(2) The annual general 
meeting must consider and 
discuss the auditor’s annual 

There are no resolutions that can be taken on these 
reports. The auditor or independent reviewer has to 
sign off based on their professional judgment and the  

This section has to be amended to ensure 
that the annual financial statements can 
be presented to the annual general 
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accounting report or the 
independent reviewer’s 
annual accounting 
report or the annual 
accounting report and take 
resolutions on the conduct 
of business.” 
 

relevant auditing or independent review standards that 
is prescribed. The annual financial statements can be 
accepted at the Annual General Meeting, but the audit 
report or independent review report cannot be 
accepted.  

meeting. There should be a requirement 
included that the annual financial 
statements can be signed by a director on 
behalf of the board.   

17.  “48(3) The chairperson of 
the board or the person who 
acted as chairperson at the 
annual general meeting 
where the auditor’s annual 
accounting report or the 
independent reviewer’s 
annual accounting report or 
the annual accounting 
report was discussed and 
considered, must— 
(a) accept such a report; 
and 
(b) sign the resolution taken 
on the report.” 
 

There are no resolutions that can be taken on the 
reports. The auditor or independent reviewer has to 
sign off based on their professional judgment and the 
standards that they have to use.  The annual financial 
statements can be presented at the Annual General 
Meeting but not accepted. 

This section has to be amended to ensure 
that the annual financial statements can 
be presented to the annual general 
meeting. The chairperson can approve the 
financial statements but not the audit or 
independent review report.  

18.  “48 (4) A co-operative may 
not issue, publish or 
circulate copies of the 
auditor’s annual accounting 
report or the independent 
reviewer’s annual 
accounting report or the 
annual accounting report 
unless the report has been 
discussed and considered 

References to auditor’s annual accounting report or the 
independent reviewer annual accounting reports should 
be amended as previously mentioned. 

Amend references to auditor’s annual 
accounting report or the independent 
reviewer annual accounting report should 
be amended to refer to the audit report or 
the independent review report.  
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by the annual general 
meeting in accordance with 
subsections (2) and (3).” 
 

19.  “48 (5) The auditor’s annual 
accounting report or the 
independent reviewer’s 
annual accounting report or 
the annual accounting 
report must be made 
available for inspection by 
any member of the co-
operative at the registered 
office of the co-operative for 
at least 21 days after 
consideration of such 
report.” 

The report should be available to inspection to the 
members and not for. 

The following amendments are proposed 
to the bill 
“(5) The auditor’s annual accounting report 
or the independent reviewer’s 
annual accounting report or the annual 
accounting report must be made available 
(for) to inspection by any member of the 
co-operative at the registered 
office of the co-operative for at least 21 
days (after consideration of such 
report).” 
 

20.  “48(6) The board of 
directors— 
(a) must submit a copy of 
the auditor’s annual 
accounting report or the 
independent reviewer’s 
annual accounting report or 
the annual accounting 
report and the outcome of 
its discussion and 
consideration thereof to the 
Registrar within 15 days of 
the resolution of the annual 
general meeting; or 
(b) if for reasons relating to 
the resolution taken at the 
annual general meeting 

We would like to re-iterate that there are no resolutions 
that can be taken on these reports. The auditor or 
independent reviewer has to sign off based on their 
professional judgment and the relevant auditing or 
independent review standards that is prescribed. The 
annual financial statements can be accepted at the 
Annual General Meeting, but the audit report or 
independent review report cannot be accepted. 

It is proposed that section 48(6) be 
amended as follows: 
“48(6) The board of directors— 
(a) must submit a copy of the audited or 
independently reviewed financial 
statements or the annual financial 
statements (where no audit or 
independent review is required (auditor’s 
annual accounting report or the 
independent reviewer’s annual 
accounting report or the annual 
accounting report and the outcome of 
its discussion and consideration 
thereof) to the Registrar within 15 days of 
(the resolution of) the annual general 
meeting; or” 



���������	
�������������	�������������� �����
�

�

wherein the meeting 
resolved to delay submitting 
the auditor’s annual 
accounting report or the 
independent reviewer’s 
annual accounting report or 
the annual accounting 
report to the Registrar, 
must, through the 
chairperson at the annual 
general meeting notify the 
Registrar within 15 days of 
the reasons for such failure 
and of the action the co-
operative intends to take in 
order to address the 
situation.” 

21.  “48 (7) After receipt of the 
auditor’s annual accounting 
report or the independent 
reviewer’s annual 
accounting report or the 
annual accounting 
report, the views expressed 
by the annual general 
meeting and the 
acceptance of the report, 
the Registrar may take 
appropriate steps.” 

As previously mentioned the audit or independent 
review report cannot be accepted by the annual general 
meeting.  

It is proposed that the section referring to 
the annual general meeting be deleted. 
“48 (7) After receipt of the auditor’s annual 
accounting report or the independent 
reviewer’s annual accounting report or the 
annual accounting report,( the views 
expressed by the annual general 
meeting and the acceptance of the 
report,) the Registrar may take 
appropriate steps.” 

 Substitution of section 49 of Act 14 of 2005 
37. The following section is hereby substituted for section 49 of the principal Act: 

22.   ‘‘Auditor and 
independent reviewer 
disqualified from acting 

The disqualification refers to a person not being 
registered with the South African Institute of Chartered 
Accountants (SAICA) or not being registered as an 

It is suggested that the section be 
amended as follows: 
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49. (1) A person is 
disqualified from being an 
[auditor of a 
cooperative]— 
(a) auditor or independent 
reviewer of a co-operative if 
that person— 
(i) has a personal or 
material interest in a co-
operative or in any of its 
affiliates or in any of its 
subsidiaries or in the 
business of any of its 
directors or senior 
employees; [or] 
(ii) is not registered with the 
South African Institute for 
Chartered Accountants or 
does not satisfy the 
requirements for registration 
as an auditor as 
contemplated in Chapter III 
of the Auditing Profession 
Act; or 
(iii) does not act in 
accordance with the code of 
conduct pertaining to their 
registered professional 
body; or 
(b) auditor or independent 
reviewer of a co-operative 
in any other circumstances 
that are considered to 
constitute a conflict of 
interest in terms of 

Registered Auditor with IRBA (The Independent 
Regulatory Body for Auditors). 

Based on our comments on people acting as 
independent reviewers in comment number 5 we would 
like to amend this section to take into account the fact 
that independent reviewers can be members from the 
other recognized professional bodies. As membership 
of these professional bodies is in included in the 
requirements for these independent reviewers to be 
appointed the fact that the independent reviewers are 
not members of the professional bodies would allow for 
the fact that if they were not members, they would not 
be appointed. 

Section 49(b) refers to the fact that a conflict of interest 
could arise according to accounting practice”. This is 
unfortunately not possible as there is no such 
accounting practice”. Members would however have to 
act in line with the Code of Professional Conduct for 
their professional body. 

 

 

 

 

 

 

 

 

 

“49. (1) A person is disqualified from being 
an [auditor of a cooperative]— 
(a) auditor or independent reviewer of a 
co-operative if that person— 
(i) has a personal or material interest in a 
co-operative or in any of its affiliates or in 
any of its subsidiaries or in the business of 
any of its directors or senior employees; 
[or] 
((ii) is not registered with the South 
African Institute for Chartered 
Accountants or does not satisfy the 
requirements for registration as an 
auditor as contemplated in Chapter III 
of the Auditing Profession Act; or) 
(iii) does not act in accordance with the 
code of professional conduct pertaining to 
their registered professional body; or 
(b) auditor or independent reviewer of a 
co-operative in any other circumstances 
that are considered to constitute a conflict 
of interest in terms of (accounting 
practice) the code of conduct of the 
professional body .’’. 
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accounting practice.’’.  

 

 

 Amendment of section 50 of Act 14 of 2005 
 

23.  General comment 
Section 50 deals with the 
appointment of the auditor 
or independent reviewer. 
 
 
. 

Section 50 deals with the appointment of the auditor 
and independent reviewer. The first auditor or 
independent reviewer must be appointed at the first 
meeting of interested parties or at the AGM. We would 
like to highlight that in some cases the auditor resigns 
during the year and there seems to be no process for 
appointing an auditor during the year. The co-operative 
should be allowed to appoint an auditor or independent 
reviewer during the year either at a directors meeting or 
a general meeting by members.  

The question is also raised on whether a co-operative 
that appoints an auditor or independent reviewer must 
inform the CIPC. It is unclear on whether the 
appointment of an auditor or independent reviewer is 
registered with the CIPC.  

 

Amend Bill to ensure that auditor or 
independent reviewer can be appointed at 
another meeting, should the auditor resign 
during the year.  

The Bill should be amended to clarify the 
position of appointment of the auditor or 
independent reviewer at the CIPC. 

24.  Amendment of section 50 
of Act 14 of 2005 
38. Section 50 of the 
principal Act is hereby 
amended (f) by the 
substitution for subsections 
(5) and (6) of the following 
subsections, respectively: 
‘‘(5) An auditor or 
independent reviewer of a 
co-operative ceases to hold 

This section deals with the auditor being removed from 
the roll of auditors.  

Auditors are removed from the register of auditors.  

As mentioned previously independent reviewers can be 
registered with other professional bodies. People 
previously acting as auditors or independent reviewers 
should  be disqualified from acting as auditor or 
independent reviewer if they have been removed from 
the register of auditors or no longer allowed to register 

This section needs to be amended to take 
into account the various bodies that 
independent reviewers belong to.  
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office when the auditor or 
independent reviewer dies, 
resigns or is removed in 
terms of section 51 or is 
struck off [from] the roll of 
auditors 
in terms of the laws of the 
Republic or is prohibited 
from registration with an 
accredited professional 
body contemplated in 
Chapter III of the 
Auditing Profession Act. 
(6) A resignation of an 
auditor or independent 
reviewer becomes effective 
on the date on which a 
written resignation is 
received by a co-operative, 
or on the date specified in 
the resignation, whichever 
is later.’’. 

as members of a professional body due any reason. 

25.  
 
 

General comment 
Annual Financial 
Statements 
 

The Act and the Bill does not have a definition of 
Annual Financial Statements.  

In terms of IAS 1, the International Accounting 
Standards a complete set of financial statements 
should include: [IAS 1.10] 

• a statement of financial position (balance sheet) 
at the end of the period 

• a statement of comprehensive income for the 
period (or an income statement and a statement 
of comprehensive income) 

• a statement of changes in equity for the period 

We request that a definition of Annual 
Financial Statements be included.  
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• a statement of cash flows for the period 
• notes, comprising a summary of accounting 

policies and other explanatory notes 

 

 

 Amendment of section 54 of Act 14 of 2005 
42. Section 54 of the principal Act is hereby amended by the substitution for subsections (1) and (2) of the following subsections, 
respectively: 

26.  ‘‘(1)A director or employee 
who becomes aware of any 
error or misstatement in 
a financial statement that 
the auditor [or], former 
auditor, independent 
reviewer or former 
independent reviewer has 
reported on, must notify the 
auditor or independent 
reviewer without delay. 
(2) An auditor [or], former 
auditor, independent 
reviewer or former 
independent 
reviewer of a co-operative 
who is notified of, or in any 
other manner becomes 
aware of, a material error or 
misstatement in a financial 
statement on which they 
have reported, must inform 
the board of directors 
accordingly.’’. 

This section refers to the situation to whom an error or 
misstatement must be reported. Should the director find 
an error this should be reported to the auditor or 
independent reviewer. Should the auditor or 
independent reviewer find an error this must be 
reported to the board. The process however does not 
follow further. In terms of the APA an auditor must 
report a reportable irregularity to the IRBA, this would 
be effective even if the auditor is providing assurance 
on a co-operative’s financial statements. In terms of the 
Companies Act the independent reviewer must report 
an reportable irregularity to the CIPC. The Co-
operatives Act does not include any process for the 
reporting of any irregularity. 

 

Investigate possibility of whether any 
further steps need to be taken by the 
independent reviewer when an error or 
misstatement or other issues arise. 
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27.  General comment 
Co-operative choose to be 
audited 

The bill does not allow for a co-operative where the co-
operative’s annual financial statements require to be 
independently reviewed but the co-operative would 
prefer to have an audit done by an registered auditor. 
The co-operative should be allowed to choose a higher 
level of governance, should they opt for an audit then 
the requirement for an independent review should fall 
away. Where a co-operative who does not require an 
audit or an independent review, should opt to be 
audited or independently reviewed this should be 
allowed.  

The Bill should be amended to allow co-
operatives to be audited or independently 
reviewed if they do not require an audit or 
independent review or an audit if they only 
require an independent review.  

28.  General comment 
Transition from one level of 
Co-operative to another 

The Bill now defines levels of co-operatives based on 
their revenue or even projected revenue. The Bill does 
not deal with co-operatives moving from one level to the 
next. It would be useful to include certain steps should 
a co-operative’s revenue increase so that it would move 
to the next level. 

The Bill should be amended to include 
transition provisions for co-operatives from 
category A to B or C. 

� �
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